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2. SUMMARY! THIS MESSAGE CUNTAINS MY IRXSY PERSDNAL ASSESS=
HENT COF THE SITUATICN IN EL SALVADCR, IT’'S BAD, THE RAR IS
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"GUARANTEE PRIVATE AMERICAN BANK MEDIUM TERM LENOING TO THE

HOW- LITYLE I REALLY KNOWs 1T 1S PROBABLY TIME TO GIVE YOU A .~ -

4, THE wAR? ”STALEMATE" SUMS UP CONVENTIONAL I!SDUM ON TH!S
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NCT SEING #0ONs ANC IN A CLOSE CALLs 1 CONCLUDE THAT UNLESS
NEw MEASURES ARE ADCSTED IT MAY EVENTUALLY BE LOST. BETTER
INTERDICTION OF ARMS FLO¥S TO THE INSURGENTS FROM QUTSIDE
SOURCESse IMPROVED INTELLIGENCEs CLCOSER COORODINATICON WITH
HONDURASs A STRATEGIC PLANy EXPANDED SALVADORAN FORCESe MORE
PROVISION FOR MOBILITYs EsG, TRUCKS ANO HELICCPTERSS
IMAGINATIVE EFFORTS TO OVERCOME DFFICER CONSTRAINTS» TRAIN
PROFESSIUONAL NON=COMSs AND TO PROVILCE MORE WELICOPTER PILOTS
AND MAINTENANCE CAPABILITY ARE ADVISABLE. THE ECONOMY CONe
TINUES ITS SHARP DECLINE AND AN ACUTE FOREIGN EXCHANGE
CRISIS EXISTS. ADDITIONAL ECONOMIC ASSISTANCE IS CLEARLY
NEEDEDs BUT IS5 FROBABLY BEST SUPPLIED IN CONJUNCTION wITH AN
IMF EFFORT. EARLY RARRIVAL OF IMF MISSION 1S CRITICAL,
TREASURY AND STATE SHOULD START THINKING ABOUT SPECIAL LEGIS~
LATION TO AUTHORIZE A DOLLARS ONE BILLION MULITYEAR FUND 7O

GOES., THE POLITICAL SITUATION IS ALSO WORRISOME. THERE IS

NO CONSENSUS IN THIS SOCIETY ASB0UT GOALSs AND THE DEGREE OF
TRUST BETWEEN GROUPS AND EVEN WITHIN THEM (FORTUNATELY
INCLUDING THE INSURGENTS) IS ALMOST UNIMAGINABLE,

SOME CHANCE EXISYS OF AN EARLY COUR, PRIVATE SECYOR MODERATES
ARE TALKING LIKE EXTREMISYS AND. THE ARMEOFORCES ARE SHOWING
SIGNS OF CONCERN OVER THE POSSIBILITY THAY ELECTIONS MIGHT SO
STRENGTHEN THE CHRISTIAN DEMOCRATS (PDC) AS TO LESSEN THE
ARMY’S TRADITIONALLY DOMINANT INSTITUTIONAL ROLE, EARLY

VISTS TO WASHINGTON BY PRESIDENT 'DUARTE. AND .DEFENSE MINISTER H
CARCIA ARE QECOMMENDED. END SUMMARY.

rd

3, AFTER ALMOST FOUR WEEKS HEREy DESPITE THE FACT THAT 1 KNOW

A PERSONAL ASSESSMENT OF THE SXTUATIONoIN SHORTs IT IS BAD,
WHILE I, TALK TO THE PRESS ‘ABOUYT FAVORABLE TRENDEs AND THERE

.

ARE SOMEs THERE ARE ALSO seawusu onsnse msnos. oL

- [ T B T S, - n o e P T R
. o b T v

SUBJECTs AND IT IS TRUE THAT AN EARLY MILITARY SOLUTION IS

NQT TO BE HAD BY EITHER SIDE. YET MY SENSE OF IT IS THATY
MATTERS MAY BE GOING AGAINST THE .ARMY, THIS IS A CLOSE CALLs
DISAGREED WITHIN THE COUNTRY TEAM, THE EVIDENCE IS NOT YETY
CONVINCING EITHER aAY AND A STRONG ADVOCATE'’S CASE CAN BE MADE
THAT THE ARMY WILL WEAR DOWN THE INSURGENTS BUT HERE ARE SOME

SECRET
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' CANT DIFFERENCES»s SOME EASING OFF IN SAN SALVADOR ITSELFy BUT , < —{- 1
A MAJOR BUILDUP IN THE LOWER LEMPA RIVERs WHICH IN NOVEMBER
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CONSIDERATIONS? A COMPARISON OF DEFENSE ATTACHE OVERLAY MADS o

OF THE SITUAYION ‘NOW AND SEVEN MONTHS AGD SHO®S GUERRILLA - L S
CONCENTRATIONS IN ESSENTIALLY THE SAME AREASs WITH TWO SIGNIFIe - .. .

APPEARED YO BE CLEANs IN MORAZANs CHALATENANGOs GUAZAPA ANOD . - - .

SAN VICENYTEs MAJOR (BY LOCAL STANDARDS) OPERATIONS HAVE : S S
ACHIEVED TEMPORARY SUCCESSES» BUT IN MORAZAN AKD CHALATENANGO ‘ L
THE SITUATION IS WORESE TODRAY THAN EVER, THE SAN VICENTE OPERA=- t
TION ENCOUNTERED FIERCE RESISTENCEs FELL FAR BERIND SCHEDULEy -~

AND PHASES 2 AND 3 ARE BEJING DILUTEC BECAUSE TRGDPS ARE NEEDED —
ELSEWHERE. CHICHONTEPEC VOLCAND WAS CLEAREDy AND SUBSTANTIAL
CASUALTIES INFLICTEDs BUT THAT HAS HAPPENED BEFORE ONLY FOR - oy
THE GUERRILLAS TO RETURN IN STRENGTF, EVERYONE AGREES THAT : . K
GUERRILLA FORCES ARE MUCH BETTER ARVED NO& THAN BEFORE THE SO~ - - —
CALLED FINAL OFFENSIVES WHAT IS NOY AGREED IS MHETHER THEY o

CAN MAINTAIN THEIR AMMUNITION RESERVES AT HIGH LEVELS. THE

HIGH COMMAND MAKES NO BONES OF THE FACY THAT THEIR FORCES

ARE STRETCHED THIN AND THAT THEY HAVE INADEGUTE MUBILITY.

THUS OPERATIONS ARE UNDERTAKEN WITH TOO FEw RESOURCES TO A~
PREVENY ESCAPE OF GUERRILLA GROUPS AND NOT COMPLETED AS -
PLANNED BECAUSE OF PRESSURE ELSE®HEREs AS AT ACATAO OR SUCHI=

TOTO. AND THE ARMY IS TAKING CASUALTIES TODs ON AVERAGE DVER 250

KILLED AND wOUNDED IN EACH OF THE LASYT TwD MONTHSs WHICH ON AN ANNUAL

RATE IS 14 PERCENY OF TOTAL ARMED FORCES AND ABOUT TWENTY=FIVE
PERCENT OF THE ARMY, NEW SOLDIERS ARE READILY AVAILARLEy AS
PRESUMABLY ARE N UERRILLERNSy BUT WHERE ‘I THIN THE

SUERRTILLAS MAY HWAVE A LONG=RUN ADVANTAGE IS IN LEADERSs YaEa_

IN OFFICERS, TWREY ARE NOT TRADITION BOUNDIN™CHDOSING LEADERS,
CAN AND DD TRAIN THEM ABROAD: AND HAVE A LARGER POOL OF
DEDICATED GUERRILLEROS TO DRAW ON. THE OFFICER SITUATION 15 A
#AJOR CONSTRAINT ON ARMY EFFECTIVENESS. SD FAR THE ANSaER HAS
BZEN ACCELERATED GRADUATION OF CADETS FROM TWE MILITARY

SCNDDL AND ENROLLHENT BF LARGER CLASSES TO PROVIDE MORE
GRADUATES IN THE FUTURE. SHORTLY THE NATIONAL GUARDy THE
TREASURY PDLICE AND THE NATIONAL POLICE WILL BEGIN COMMISSIONING
SENIOR NON=CDKSes GDOD FROK ONE STANDPOINT AS IT SHDULD FREE
REGULAR ARMY DFFICERS FDR FIELD DUYTY BUT MDOSY DISTURSING IN
ANCTHER SINCE THESE FELLDOWS KAVE & REBUTATION FOR BRUTALITY,
INDEEDy & CONTINUING SERIOUS PROBLEV =EREwelDESPITE SOKE

RECELT PROGRESS==1S OFFICIALLY TOLERATEDs 1F NOY SPOKSDIED
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RIGHTIST TERRDRISM AND VIOLENCE. OTHEQ MEASURES-;ILL
BECOME NECESSARY IF THE FORCES’ ARE 1O "EXPANDe THE HIGH‘;

CMMAND IS TALKING ABOUT VARIOUS POSSIBILITIES» .BUT HESI= B R T

" JANTLY AGAINST A PROFESSIDNAL CONCERN THAT THEY NOT DILUTE THE . .
INSTITUTION OF THE OFFICER. CORPS AND ITS IN=BRED TRADITIONS., - .
FINALLYs THERE 1S THE CRITICAL QUESTION OF wILL TO WINe 1 @ . o f

HAVE NDO DOUBT.BUT THAT THE -GUERRILLAS HAVE PROBLMESs SERJIOUS _
PROBLEMS$S NOR ANY DOUBY BUT THAT . COLe+ GARCIA AND COMPANY ARE L ;7
"DETERMINED§ BUT WE HAVE REPORTS OF - JUNIOR OFFICER DISSATIS=- -
?:Ellﬂﬁc MDPE ‘SERIOUSs SINCE MY IMPRESSION OF COL..GUTIERREZ

S YHAT HE JS A THOUGHTFUL MANs ¥WAS HIS OFFHAND ACKNOWLEDGEMENT
YO GENERAL SUMNER AND MYSELFs THAT THE ARMY HAS MORALE PROB=-

LEMS AND IS SUFFERING FROM WCANSANCIOs" J.E. THEY ARE TIRED. - - ° T
WELL THEY MIGHT 6E. THIS IS A SMALL BUT DEADLY WAR FOR BOTH TS T
SIDES. . s

5., WHAT 1% YO BE DONE? SINCE THE ABCVE ASSESSMENT IS HIGHLY
SUBJECTIVEy PERHAPS EVEN wWRONG==AND SINCE IN ANY CASE THE

ARMY 1S NOT ABOUT TO COLLAPSE~~wE COULD GO ON MORE OR LESS AS
NOW CONTEMPLATED IN OUR PLANNING STUDIES wITH MINOR ADJUSTMENTS
WHEN CLEARLY SOMETHING DIFFERENT IS NEEDED OR WE COULD

CONSIDER SERICUSLY STARTING NOw THE ELABORATION OF A STRATEGY
GPTIMALLY DESIGNED YO WIN AND CERTAINLY DESIGNED TO REDUCE

TME RISKS OF LOSING, THE POLICY CHOICE IS BETMEEN

PROCEEDING SLOwWLY OVER SOME THREE YEARS WITHIN TME

RESOURCE CDNSTRAINTS WE FOLLO®ED IN PREPARING THE ANNULA
INTEGRATED ASSESSMENT OF SECURITY ASSISTANCE FOR EL

SALVADOR (REF A} wHICK STRUCK ME AS PRETTY MUCH DOF A

STANDARD BUREAUCRATIC EXERCISEs OR RE~EXAHING FIRST FRE=

MISES AND DERWAPS DECIDING TD GIVE MORE SUPPDRT SOONER YO

THE HMIGH COMMAND®S EYOLVING FORCE EXPANSION PLANs AND TO D
THIS WITHIN THE CONTEXT. OF_AN DPERATIONAL PLAN DR STRATEGYs
¥HICH 45 FAR 45 I CAN SEE IS AT. PRESENT SIMPLY LACKING.

6, IN EITHER CASEw 1T IS IMPERATIVE TO DD MORE TD .CHOKE OFF

YHE FLOW FROM DUTSIDE OF ARHKSs MUNITIONSsy AND MEN TO THE
GUERRILLAS, SOME BETTER MEANS TO DEAL ,wITH AIR INFILTRATION

1S NEEDEDS STARTING WITH SBETTER INTELLIGENCE &S TD WHERE
HELICOPTERS AND LIGHT AIRCRAFT ARE COMING FRCM AND GOING ON

70 WEASURES 10 INTERRUPT THESE OPERATIONS» oWICH WIGHT INCLUDE -
SABCTAGE MISSIONS INTO NICARAGUA. ADDITIONALLYs ®E SHOULD

WORK 5N BOTH THE SALVADORANS AND THE HONDURANS YO ESTABLISH A .. o
L JOINT INTELLIGENCE=OPERATIONS STAFF INTENDED INITIALLY TO

SECRET
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. EVENTUALLY TO COORDINATE JOINT QPERATIONS ALONG THE LONGnileEQ_

MY VIEws SHOULD BE BASICALLY TO TRY .TO CLEAR THE MORE PRODUCe

" THREE MONSIGNDPRSe JOURNALISTSs EVEN CULTURAL BUFFEs INSIST
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REDUCE OR TO CLOSE ARMS INFILTRATION ACROSS HONDURAS AND
OVER 200 MILEs FRONTIER, SEA INFILTRATION 1S PROBABLY A -~ - LT

LESSER PROBLEMs BET. HANDLED AGAIN THROUGH BETTER INTELLI~- = ° % {
GENCE»*BY:GRADUALLY CLEARING A~EAS BEHING THE COAST:AND - . r '

- ‘JMPROVING INTERNAL TRAFFIC SURVEILLANCE-OPERATIOS TO: SUPPLEe .-

MENTY NHATEVER NAVﬁL pATRULLlNG EFFORT CAN BE CONSISTENTLY ’ _- ’ »

MOUNTED, . . . . . o - o
- ) - r- . . ’ . - . » : :

Te IF THE SECOND OpTION WERE TO BE pURSUED! 1 VDULD SUGGEST

A SPECIAL MILITARY MISSION FOR ABOUY SIX WEEKS TO WORK wWITH

GARCIA AND COMPANY TO DEVELOP A STRATEGIC APPROACHe WHICH IN

TIVE PARTS OF THE COUNTRY (I MEAR CONFLICTING REPDRYS ABODUT
YHE DEGREE OF INSURGENT CONTROL IN PARYS OF THE COUNTRY WHERE
DUR MAPS DO NOT RELFECT INSURGENTY CONCENTRATIONS==WE NEED
MORE INFORMATION ABOUT THI)s GRADUALLY PUSHING YHE GUERRILLAS
BACK INTO THE MOUNTAINS OF CHALATENANGD AYD MODRAZAN AND TO
FLESH-OUT AS A MATTER OF URGENCY THE FODRCE EXPANSION PLAN» TO
COSY ITs TO TAKE THE NCESSARY FINANCIAL DECISION (EL
SALVADDOR’S BUDGEY IS IN BAD SHAPE AND BEING REDUCED EXCEPRT
FOR DEFENSEs WHERE WOWEVER TIGHY SPENDING CONTROLS ARE
APPARENTLY ENFORCED)s TO IDENTIFY THE CONSTRAINTS (EeGe
OFFJCERSy NONwCOM TRAININGs INSUFFIEIENT MOBILITY AND FINANCING)
AND TO DECIDE HWOs TO OVERCOME THEM IN THE SHORTEST POSSIBLE

TIME., FOR EXAMBLE COULD (A) THE HWELICOPTER MAINTENANCE AND

PILOT CONSTRAINTS BE OVERCOME BY A PROGRAM TO YRAIN SPECIALLY
RECRUITED SALVADORAN UNIVERSITY GRADUELTES OR STUDENTS AND BY
CONTRACTING NON=SA[L VADCRANS UNTIL MDRE SALVBORANS ARE TRAINEDS
{B) COULD SERVICE DUNDED DIRECT GRANT OF MATERIEL FROM U.S,

FORCE STORES BE AUTHWORIZED? 4

8, THE ECCNGHY, HERE THERE IS DOVER¥w&ELMING OBJECTIVE EVIDENCE
OF CONTINUED DECLINE AND OF & FOREIGN EXCHANGE CRISIS. THE
TREND IS DEFINITELY NEGATIVEe. IT CARRIES #ITH IT SHORT=RUN
POLTICAL DANGERS AND THE LONG=RUN SPEGCTRE OF CONCORDANTY
CISASTER ON THE WMJILITARY SIDE OF TWE CUESTION, SUBJECTIVELYS
V’QTU‘LLY EVERYONE 1 HAVE TALKED YCs INCLUDING PRESIDENT
DUARTEY EACKHDF THE COTHER JUNTA mMEMBERSs CARCIA AND ASSORTE
OTHER MILITARYs A DCGZEN OR MORE PRIVATE SECTYOR PERSONALITIESS

SECRET
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ZTHAT THE ECGNOMY NEEDS nesuschAfrow. THEY AnE
NIGHT, S '

“9¢:AS WE HAVE Rsoonrsoa (REF a) ALwnst DOLLARS DNE HUNDRED

"MILLION IN IMPORTS OF RAW MATERIALS NEEDED YO KEEP FACTORIES -

"GDING» OF SPARE PARTS TO KEEP THE VTRANSPORTATION AND COMMUNICA= ° DU
TIONS SYSTEMS FUNCTIONINGs AND OF 'AGRICULTRUAL INPUTS ARE =~ =~ <. 7 7ig =7
CURRENTLY BACKLOGGED OR REPRESENT PAST DUE ACCOUNTS WITH ~ = =~ .77 0 "
SUPPLIERS BECAUSE . THERE IS NO LONGER FOREJGN EXCHANGE TO PAY - =~ = = "~
FOR THEM, THIS COMES AFTER A FIFYY :PERCENY REDUCTION IN REAL S

' YERMS SINCE 1978 OF IMPORTS3 FACTORIES ARE CLOSINGs URBAN UNEMe

PLOYMENT IS GROWINGy COMMON CRIME IS INCREASINGy AND THE

4 GARBAGE 1S PILING UP IN SAN SALVADOR BECAUSE TYHE FLEEY OF

4 GARBAGE TRUCKS 1S RUN DOWN, THE RECENT FALL IN PRICES FOR ' -

SALVADOR’S COFFEE FROM DOLLARS 1,28 PER QUINTAL (XPOT) 'IN

FEBRUARY TO DOLLARS 1,11 A GQUINTAL -YODAY REPRESENTS ON AN

ANNUALIZED BASISs A LDSS OF DOLLARS 38 MILLION IN FOREIGN

EXCHANGEs lsEeo ALMOST 60 PERCENY OF THE ADDITIONAL UeSes AID

PACKAGE OF DOLLARS 63.5 MILLION ANNODUNCED IN MARCH,

S, BUT 1 DD NOT SUBSCRIBE TO THE THEORY THAT DISCONTENTY

AMONG THE PEOPLE WwIlLL SOON REACH SUCH A LEVEL THAT THERE

¥iLL BE A GENERAL ECONOMIC COLLAPSE AND THAY MASSIVE DEMON=

STRATIONS wILL LEAD YD OVERTHORW OF THE JUNTA AND YO LEFTIST

4§ TAKEOVER, IT IS POSSIBLEs I SUPPOSEs BUT I SEE A MUCH

3 CLEARER AND MORE IMMINENT DANGER. THE PRIVATE SECTOR IS ALL fro

4 DUT TELLING THE ARMY THAT THE ECONOMY 15 IN THE MESS ITS IN

BECAUSE OF CHRISTIAN DEMOCRAT MISMANAGEMENT AND REFORM POLI=- {__-, —

CIES (SOME TRUTH TOD THI) AND THAT "COMMUNITARIANISM® AS

£SPOUSED IN DUARTE’S BOOKs WRITTEN IN HIS EXJILE YEARSs IS

EQUIVALENT TO COMMUNISM, LATE LASY, WEEK THE PREVIQUSLY

MODERATE WANUEL ENRIGUE HINDSs THE PASHINGTON REDRESENTATIVE

DF YHE PRODUCTIVE ALLIANCEs S®DKE IN THESE TERKS 7O OVER 600

i BUSINESSYENs AND THE LOCAL PRESS COVERED HIS REMARKS EXTEN=

i SIVELY» INCLUDING KIS REPEATED wARNING THAT DUARTE AND TRE

i1 PDC ARE DUT TO ESTABLISH A WORSE DICTATORSHKIP THAN CASTROD'S,

4 MAYBE THERE IS SUBSTANCE TO THE REPCRY THAT HINDS I8 NOW

BORKING WITH THE MJAMI EXILESs I.E, KITH REMKRANTS OF THE OLD

“OLIGARCHY ™

i 10, THRE IMMINENT DANGER IS TH=AT THWE ARMY WILL BE PERSUVADED

BY THIS GRDSSLY OVER=SIHPLIFIED EXPCSITIO OF THE ECONOHIC PRCOS«

LEWM AND BY CERTAINOTHER CONSIDERATICNS (SEE POLITICAL BELOW)

TO THROW DUT THE CHRISTIAN DEMOCRATS AND FCRM A NEW ALLIANCE

oangiiie el B e
Ll el i *

e
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" WITH BUSINESS TYPES. BUSINESS LEADERS HAVE CORRECYLY R
ESPOUSED FREE MARKET DOCTRINE BUY KAVE NO PROGRAM FQOR Lo
MANAGING A.WAR ECONUMYs EXCEPT TO.REVERSE THE JUNTA'S L
“REVOLUTIONARY. REFQRMS, IT -wOULD HWELOP IF THEY wERE IN THE - ° - \
GOVERNMENT (LESS LIKELY AFTER HINDS’ BLASY) OR AY LEASTY T -
SUPPDORTING ELECTIONS AND THE WAR -EFFORTs BUT FOR THEM TO i L
REPLACE THE PDC WOULD NOT IMPROVE -THINGS IN THE:-SHORT RUN || _f
AND wOULD BE DISASTROUS WERE PDC REMANTS AND SUPPORTERS i A
TO 60 DVER 7O THE INSURGENTS. MOREOVERs FORCEFUL DEPOSITION
OF YHE PDC wOULD ENORMOUSLY COMPLICATE OUR PROBLEM OF DEFEND-’”—F
IN THE GOES BEFORE CONGRESS AND WORLD OPINION,

11, THE ECONDMIC MESS HERE IS ATTRIBUTABLE IN PARTY TO

AGRARJANs BANKING AND MARKETING REFORMS AND YO UNCERTAINTIES ' .
STILL PERSISTING ABOUYT FUTURE REFORNMS (EsGe AGRARIAN REFORM

PHASE 2 BUT 4LSD PHASE 3 IMPLEMENTATION AND LABOR LAw REFORMS)

BUT IN GREATER MEASURE IT 1S ATTRIBUTABLE TO THE CIVIL

WARy TO TERRORISHy TO THE SHRINKING OF SALES IN THE CENTRAL
AMERICAN COMMON MARKETs TO wORLD ECONOMIC CONDITIONSs EoGo

HASSIVE PAST PETROLEUM PRICE HIKES AND THE CURRENT COFFEE

PRICE CDLLAPSEs AND TO THE LACK OF PUBLIC AND PRIVATE SECTOR . ¢
COOPERATION IN ELABDRATING AND CARRYING OUT ECONOMIC POLICY.

AS ] SEE ITs THERE wILlL BE NO CHANCE FOR RENEWED SUSTAINED GROWTH
UNTIL THE SECURITY SITUATION IMPROVES YO THE POINT THAT EL
SALVADDR IS PERCEIVED ONCE AGAIN AS A GOOD PLACE TO INVEST.

TKRUS MUCH DF THE BROUHMAMA FROM THE PRIVATE SECTOR IS LARGELY
BESIDE THE POINT., THE PODOINT 1S TO KEEP THE SHIP AFLOAT
ECONDOMICALLY AND STEERABLE POLITVICALLY UNYIL RELATIVE

STABILITY CAN BE RESTCRED, FOR THIS BOTH THE=PUBLIC AND

THE PRIVATE SECTYOR MUST COMPROMKISE,

12, wHAT IS 7O BE DONEY AS Y SEE ITs ¥YE H&VE TO DD MORE

CERKAPS HUCH MDRE» BUT IN THE RIGHT CONYEXT AND AFTER
CONSIDERATYION OF wHAT POLICY CHANGES ®*E ®aNT, THE RIGHT

CONTEXT IS IN STEP ®ITH THE IHMFy ALTHDUGH ®E MAY FKANT TO

ANNOUNCE SOME ADDITYAQONAL ASSISTANCE DURING DUARTE'S RASHINGe

YON VISIT. IT 1S5y THEREFDREy IMPERATYIVE THAT THE IMF MISSION
ARRIVE ASAD, STAYE AND TREASURY SKOULD PUSH HARD YO GET THAT
KISSION MWERE THIS MONTH AS FPROMISED BY wALYER ROEBICHEK TO ME

AND YO &TILIO VIEYTEZ. WE NEED AN INDEEENDENT ANALYSIS GOF

THEIR UNDERSTANDING OF THESE PROZLEWS AS wELL AS CF BLSSISLE PDLICY
CHANGES, MOSY COF ALL IMF RESDURCES ARE NEECED,

. - |
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13, SINCE 1 THINK THAT IN THE MEDIUM TERM EL SALVADOR CAN L
AGAIN BECDME AN AYTRACTIVE PLACE. FOR - INVESTMENTs ESPECIALLY IF ~“T: "0

_THE GESTATING CARRIBEAN BASIN PLAN WERE TO PROVIDE REAL TRADE R )
OPPORTUNITIES IN OUR MARKETy THERE IS A POWERFUL CASE FOR .- A
INVOLVING PRIVATE ANMERICAN BANKS TO SUPPLEMENT DUR GRANT AND o
COMMERCIAL AID PROGRAMSe THEY WON’T COMMITe HOWVERs WITHOUT r

USG GUARANTEES. THUS 1 URGE THAT STAFF STUDIES BE UNDERTAKEN

BY TREASUHRY AND STAJE AIMED 7O PRODUCE DRAFTY LEGISLATION FOR

A SUBSTANTIALs PERHAPS DOLLARS ONE BILLION MULTIYEAR FUND

70 GUARANTEE MEDIUM TERM BANK LOANSs COMPLETE WiTH :CONDIYIONS

FOR REGULAR REVIEWS PRIOR TO TRANCH DRAWDOXNS THAT WILL

GIVE US LEVERAGE OVER THE GOES AND OVER VESTED INTERESYS

HERE. WE MAY BE ABLE TO SCRAPE BY FOR A BIT LONGER WITH OUR -

NORMAL PROGRAMSy ESFs PL=480s DEVELOPMENT ASSISTANCEs ETCe» '

AND BY ROBBING OTHER COUNTRY PRDGRAMS FOR EL SALVADORs?* BUT -

UNLESS I’M VERY MISTAKEN OUR REAL CHOICEs AFTER A CLOSE IMF

LDOKs wILL PROVE TD BE BETWEEN A STRAIGHT SUPPLEMENTAL

APPROPRIATION OR A LARGE GUARANTEE, THE LATTER MIGHT END UP

AS EQUIVALENT TO THE FORMERs BUT IF WE HOLD SUCCESSFULLY IN

EL SALVADORs GUARANTEED BANK LOANS IN THE END SHOULD COST

THE TREASURY LITTLE OR NOTHING., PRESIDENT DUARTE HAS TYOLD ME

KE 15 READY TO BORRDW ON HARD COMMERCIAL TERMS FROM ARABSe=

wHD DON’T SEEM INTERESTED IN LENDING EVEN WITH A GOES GUARANTEESs
. WHICH WE COULD HAVE ALSO==S0 I THINK HE WOULD THROW HIS

SUPPORYT BEMWIND SUCH AN OPERATION,

14, POLITICS, CUF PLOTTING 1S ENDEMIC IN SUCH COUNTRIES AS

EL SALVADOR AND AS OF NDw I HAVE LESS CONFIDENCE IN HY POLITICAL :

JUDGEMENTS THAN IN OTHER AREASyBUT 1’ wORRIED. 1T NOT JUST

THME PRIVATE SECTOR FUN AND GA&MES CITED LBOVE:e 1T IS FUNDAMEN=

TALLY TwWE UNI#AGINABLES UNTIL EXPERIENCEDS DISTRUST BET&EEN

AND WITHIN ALL PARTS DF THIS SOCIETY, THERE ARE FACTIONS

FITHIN THE ARKY ALTHOUGH I 18 BY FAR THE MOSYT UNIFIED AND

UNIFYING FORCE HERES BITHIN THE PDCe WITHIN THE CHURCHS»

PITHIN THE PRIVATE SECTOR: (AND FORTUNATELY WITRIN THE

GUEREILLAS) BUT AEDVE ALL THERE IS VIRTUALLY NO CONFIDENCE

ANYRHERE YTHAY ANY DTHER GROUP WILL ACT GCGTHR THAN SELFISHLYYy

THERE IS5 ND CONSENSUS UNIFYING THIS SOCIETY REGARDING EITHER

50ALS OR MEANS, 1IN SOHE waAYSs UT Ve AMAZING THAY THE FDCe

LEMY ALLIANCE HAS WELD TDGETHER SO LONGe ALTHOUGH LIKE MANY

MARKYIAGE OF CONVENIENCE 1T 1S ROOTED IN REAL INTERESTS. THE

POC wITHOUT THE ARMY wOULD BE NDTHIKGE THE ARMY WITHOUT THKE
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bDC WOULD BE IN TROUBLE ‘SODNER OR LATERs AND HAS 50 FAR RECOG= .

NIZEO YHAT FACT AND ACTED UPON ITs EUTY INCREASINGLY IS
QUESTIONING THE PREMISE., THERE 1S NOW CIRCULATING AMDNG _
OFF1CERS A DOCUMENT EXPLAITNING THAT A CONSTITUENT ASSEMBLY
WHICH RESULTED FROM ELECTIONS WOULD PERPETUATE THE HATED PDC
IN POWERs AND WORSEs GIVE CIVILIANS AUTHORITY TO UNDERMINE

THE "MILITARY INSTITUTION.® COL. GUTIERREZ AND VIDES '
CASANDVAs AMONG OTHERSy HAVE TOLD THE DCM AND MYSLEF OF THEIR
CONCERNS THAT ELECTIONS WILL RESULT IN A ONE=PARYY STATEs THE
RETENTION OF DUARTEs AND THE STRENGTHENING OF THE POSITION

OF THEIR BETE NOIREs JOSE ANTONIOD MARALES ENRLICH. COL.

GARCIAs JN A LONG AND PASSIONATE POLITICAL SPEECH AT FOREIGN
MINISTRY CEREMONY HONORING DEPARTING DEFENSE ATTAKCE BOSCH
AND LT, COLe RDDRIOUEZs DENOUNCED 7T+OSE SEEKING TO MED%ATE.
NEGOTIATEs OR DIALDGUEs ENDORSED A POLITICAL SOLUTIONs BUT
DID NOT MENTION ELECTYIONS, HE SPOKE EXTEMPORANEOQUSLY AND

THE OWISSION MAY HAVE BEEN INADVERTENT: BUT THEN AGAIN IT MAY
NOY KAVE BEEN, GARCIA DID READILY AGREE WITH ME wHKEN
IMMEDIATELY THEREAFTER IN A PRIVATE TALKE T ALLUDED TO THE
IMPURTANCE OF ELECTIYONS. MOREOVER» wHILE I DON’T PRETEND TO
UNDERSYAND THE SERIES OF EVENTS SURROUNDING COLes GUTIERREZ’
"DEAUTHORIZINGs? 1.E. REPUDIATING THEMINISTER OF ECONOMY’S
REMARKS ABDUY PRICE AND ®WAGE POLICIES AND THE SUBSEQUENT
FLIGHT OF DIAZ SALAZAR FROM. THE COUNTRYy I PEMENKBER BEING
TOLDs PERMAPS INCORRECTLYs THAT DIAZ BAS DUARTE’S MAN AND I
YONDER #wHAT SIGNIFICANCEs IF ANYs IS TO BE ATTACKED TO THE
DEVELOPKENTS, FINALLYe I HAVE HEARD NOW T&aQUGH VARIDUS
INDIRECYT CHANNELSs THAT KEY COLONELS wARNT & PRIVATE TALK ®ITH
ME ASGUT THE FUTURE, INITIALLY ! IGKNORED SUCH PROEBES EXCERTY
SEPARATELY YO TELL COL. GUTIERREZe=ALLEGEDLY ONE OF THE
INSTIGATORS=wTHAT 1 WAS ALWAYS AT H1S DISPOSITON YO TALKE
EITHER OFFICIALLY DR AS FRIENDS INFORWALLYe. YESTERDAYs
HOWEVERs I TOLD A LATIN AMERICAN AMEASSADOK wWHD DELIVERED 4
SIMILAR MESSAGE: ALLEGEDLY FROM KEY COLONELSs THAT I wDULD

BE GRATEFUL If KWE eDULD TELL ANYONE INTERESTED THAT 1 WOULDe
OF COURSEs LISTEN TO ¥HAT ANYDNE MAD ON THEIR MINDS, THEY
HaVE ONLY YO CONTACT ME DIRECTLYs |

15, ELECTIONS SDSE MANY PROSLEKSs SCHME OF ERICH ARE UNDER
ACTIVE DISCUSSION IN OTHER CABLE EXCHKANGESe SC I’7LL NOT GO

SECRET

. - Approved For Release 2008/08/11 : CIA-RDP84B00049R001403600007-6

e s oh AT T S T e anre e




ERR ST

R e e e AT DU

el R IER AR

Aot e

Bl 6647032 - . PAGE 010 . | NC 6647032

. DECIDES THE RESULT WOULD BE A THREAT TO I8 INSTITUTIONAL

'TO MANAGE HERE THE ODAILY ALARMS AND EXCURSIDNS SURROUNDING
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INTO IT 'HERE EXCEDT T0 SAYD lA) THAT THEY REMAIN THE LEAST '
BAD POLITICAL OPTION AVAILABLEs AND (B} THAY IF TRE ARMY )

STATUSs WE WON’T HAVE TIME TO 'SOLVE THE OTHER TRQUBLESOME

QUESTIONS.-- “;‘ e DT e o e Lo, s
S : o ' T AT A

16. WWAT IS YO BE DONE? FOR BETTER OR wcnsso I HAVE TO TRY o

REITERATED OPPOSITION IN CARACAS TO A RIGHTIST COUP HELPS,

WHAT WwE NEEDpHWOWEVERs AND SOONs IS A VISIT TO WASHINGTON OF

PRESIDENT DUARTE AND FOREIGN MINISTER CHAVEZ MENAs WITH -

PUBLICATION OF APPROPRIATE JODINT POLICY -CONCLUSIONS TO BE ) °

FOLLOWED SHORTLY THEREAFTER BY A WELL~PUBLICIZEDs ADROITLY
HANDLED VISIT BY MINISTER OF DEFENSE COLONEL GARCIA, THAT

GROUNDWDRK LAIDs IF THE KEY PARTNERS IN THE UNCOMFORTABLE

PDCe=ARMY ALLIANCE BOTH LEAVE WASHINGTON JIN AS REASONABLE

FRAME OF MINDy WITH THEIR EGOS WELL MASSAGEDs AND UNDERSTAND=

ING OF THE IMPORTANCE WE ATTACHK TO THEIR WORKING TOGETHER YO

WIN THE wARe AVERT ECONOMIC COLLAPSEs AND CARRY QOUTY DEmMDCRATIC ¥

ELECTIONSs WE'LL MWAVE AT LEAST SOME BREATHING SPACE TO ADDRESS ’

DURSELVES TO THE NUTS AND BOLTS OF ACHIEVING THOSE GOALS,

HINTON

THESE POLITICAL PROBLEMS, I HASTEN TO ADD THAT TOM ENDER'’S Ay

“on.

END DF MESSAGE . SECRETY
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